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Introduction
The China-Brazil bilateral economic relationship is rapidly deepening. China and Brazil both now play an increasingly important role in the global economy. According to the World Bank 2009 GDP data, measured in purchasing power parity terms China has the 2 nd largest economy in the world while Brazil is 9 th . Since 2000, before China became a member of the World Trade Organization, bilateral trade between Brazil and China has increased by a factor of 15, and in 2009 China became Brazil's largest trading partner, ahead of the US. For bilateral foreign direct investment (FDI) flows the increase is also dramatic, around 15 fold over the same period, although from a small initial base.
Brazil and China's bilateral relationship also builds on complementary economic structures. Brazil is rich in natural resources and exports raw materials and agricultural products, and China imports these products (De Souza, 2008) . With low wage labor and large pool of skilled workers China uses these products since China has become a major centre worldwide for manufacturing. With expanded involvement in global markets, China's demand for raw materials has increased significantly in the last two decades.
Brazil has competitive raw materials and agricultural products.
Brazilian trade structure has undergone major change reflecting this growth in trade and FDI with China. In the early 2000's China was seen in Brazil mainly as a competitive threat in third country markets, and especially the US. Since then the Brazilian share of exports to the US has halved confirming this fear, but growing direct bilateral trade with China has more than compensated for these losses and China is increasingly seen in positive terms as Brazil's future. In 2000 manufactures were around 80% of Brazilian exports. In 2009, their share was only 20%; with soybeans and minerals each with a 30% share and China their major destination markets. This rapid change in trade composition is indication of the depth of change in economic activity that engagement with China has brought to Brazil. 10 years ago, Brazil's dominant trade interest was improved and more secure access to OECD markets for exports of manufactures and agriculture. Today, in contrast, while the interest remains in secure access to these markets it is almost as much for China and continued Chinese growth to further fuel Brazilian bilateral exports to China as it is for Brazilian exports.
Brazil today is portrayed in some circles as the latest member of the high growth club of the large population lower wage economies along with China and India. Over the last thirty years, China has maintained an average growth rate of 10% while for Brazil this has only been 4%, but since the 2008 financial crisis Brazilian growth has accelerated. Forecasts by the Brazilian Central Bank are for a 7.6% growth rate for 2010 2 .
Time will tell if high growth in Brazil persists, but today Brazil and China are thus among the fastest growing economies globally and the gap between them and the industrial economies will further narrow (and likely rapidly) if they both maintain current growth rates.
Brazilian and Chinese shares of global trade are also rapidly increasing. Since 2000 their joint share of global trade has increased from 4.6% to 10.1%. Policy coordination between them is also increasing; the number of bilateral agreements signed by these countries, both among them and with regional neighbors, is also growing 34 
Brazilian and Chinese Growth
Brazil and China today are often grouped together as fellow high growth large population lower wage economies. But they have had very different growth experiences over the last 3 decades. Brazil grew at high rates from the 1940's through the years of military rule until the debt crisis of 1981. The severity of adjustments to the crisis that followed resulted in a decade of economic underperformance, and over the decade that followed growth both of GDP and GDP/capita were negative. In the 1990's a succession of anti inflation plans were adopted with little success, and large public sector deficits prevailed.
It is only in the last few years that there has been a return to the high growth in club. This may be excessively optimistic, but were it to occur the income gap between
China-India-Brazil on the one hand and the OECD would narrow even more quickly.
In China, when the Cultural Revolution ended in 1976, China's GDP growth rate was -2%. But since then China has progressively raised its growth performance while changing its economy from central planning to market orientation. During the growth process excessive inflation, budget deficits and unemployment have been contained.
Large inward foreign direct investment has also been key to the high growth. (2006, (1994) (1995) (1996) Brazil has also been subject to both more volatility and severity of external shocks than China. The Brazilian economy was heavily affected by the oil price shock in 1973 since at that time Brazil's oil imports accounted for more than 80% of its oil consumption.
The current account deficit increased from US$1.7 billion to US$7.1 billion (Werner, 2008) . After the oil price shock, Brazilian economic growth started to decline and in the 1981 debt crisis there was negative GDP growth. Brazil's economy then experienced instability with increases in foreign indebtedness, currency devaluations, and inflation. In the 1990's the Brazilian economy stabilized, and economic growth started to pick up.
Growth increased reaching levels of 5% in 2008. The most recent increase in Brazil's GDP growth has been aided by high world demand for commodities which has led to an increase in prices.
Up to the 1990's direct economic interactions between China and Brazil were small, and dominated by competition in third country export markets (especially in the US and the EU). As a result initially high Chinese growth was seen in Brazil as threatening as the concern was that this would take away Brazilian export markets. But while this has happened (and especially so in the US), bilateral trade has grown to the point that the competitive threat that China poses in third country markets has become 6 World Development Indicators (WDI), World Bank, at www.worldbank.org.
outweighed by the positive joint mutual beneficial gains possible from export of commodities and resources to China and imports of manufactures from China. 
Brazil and China's Trade
Both Brazil and China have high trade (exports plus imports) shares in GDP. For Brazil this has edged upwards from around 20% in the 1970's to around 30% today. For China it has climbed from 5% in 1970 to 65% today (see Fig 3.1) . This 1200% increase in China's trade/GDP ratio, reflects the rapid integration of China into the global economy while Brazil's slow changing trade percentage in GDP reflects much slower growth. 1 9 7 3 1 9 7 6 1 9 7 9 1 9 8 2 1 9 8 5 1 9 8 8 1 9 9 1 1 9 9 4 1 9 9 7 2 0 0 0 2 0 0 3 2 0 0 6 Table 3 .2) 
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The composition of Brazil's trade with China has also changed in recent years, since imports of manufactures increased sharply from 55.4% in 1992 to 97.6% in 2009, and imports of primary goods decreased from 44.6% to 2.4%. Table 4 .2 indicates that almost all manufactured products with the exception of chemicals and related products, increased their import shares. In contrast, the share of Brazilian exports of manufactured goods to China decreased from 58.8% to 14.5% and the share of exports of primary goods increased from 41.2% to 85.5%. This change in the composition of Brazil's exports to China is a reflection of China's change in production structure as China became an even larger consumer of raw materials and a larger exporter of manufactured goods.
China's exports to Brazil have also shifted more from final assembly stages of manufacturing to trade that reflects products that are used through all stages of production 10 . Brazil is now the second largest world supplier of soya beans after US, and China is one of the largest global consumers. In 2008, Brazil accounted for 31% of soya beans world exports and China accounted for 50% of soya beans world imports. As a result, in
2009 Brazilian exports to China were heavily concentrated in two products, iron ore (35.8%), and soybeans (31.4%). These are both raw materials and agricultural products with low fabrication. Brazilian iron ore and soybeans exports to China now account for 14% and 34% respectively of total Chinese imports of iron ore and soybeans.
In contrast, Chinese exports to Brazil are more diversified. The sharp growth in China's overall trade since the mid 1990's has been in electronic technology products (See Table 4 .3). Although, machinery and transport equipment represent 55.9% of exports, this category comprises a variety of high technology and mechanical products such as electrical machinery, apparatus, appliances, telecommunications apparatus, sound-recording apparatus, office machines, and automatic data-processing machines etc.
The decrease in Brazilian share of manufactured exports to China by more than 75% has forced many Brazilian manufacturing businesses out of business and has seen a shift to resources sectors which are more profitable. The positive side for Brazil of the increased demand for raw materials by China has been a surge in the price of such products on world markets which has also resulted in income gains for Brazil.
China-Brazil Trade in Global Context
Brazilian trade with other regions of the world has also changed sharply over the last decade. In particular, Brazil's exports to Europe and the US as a share of Brazil's total exports have decreased as Brazil's exports to China have increased sharply. Brazil's market share in China has increased from 0.5% to 2.9% (Fig 4.4) .
As can be seen from Fig 4. 3, between 2000 and 2010, the percentage of Brazilian exports going to the US decreased from 24% to 10% and to Europe from 30% to 24%.
Brazil has had difficulty competing with China in third markets, as have other countries. Brazil has increased market share in China in 45 out of 97 products. However in 2009, Brazil had only 6 products with a market share in China of between 10% and 50%.
These products were (in decreasing order): tobacco, soya beans, fruit and vegetable juices, iron ore, cane or beet sugar and wood pulp. reaching levels of 6% of GDP which helped the Chinese economy to grow at a high rate.
Services Trade
During that period, GDP growth reached 14% per year. The high labor productivity in the foreign invested enterprises (FIEs) was factor that fuelled this spectacular growth (Whalley & Xin, 2006) . However, net inflows into China of foreign capital as a % of GDP decreased after 1995 and stabilized around 3% to 4% of GDP, since GDP increased faster than FDI. Similarly, Brazil experienced a surge in net inflows of foreign direct investment (% of GDP) from the end of the '90s, but at a lower level than China. But foreign direct investment in Brazil fell after 2001, and it now fluctuates between 2% to 3% of GDP.
Brazil's relative FDI's performance also reflects China's rapid integration into the world economy from the early 1990's on. In the '90s, average growth rates of Brazil's foreign direct investment inflows were 57.2%, while for China were lower at 40.7%.
After 2000 the situation reversed with average growth rates for China of 18.3% and of 13.3% for Brazil. China's policy was to attract FDI and China offered tax incentives to foreign invested entities and preferential terms for land-rental and utility rates. Brazil would benefit from a reduction in such subsidies because, as a major exporter of agricultural products, its products would become more competitive in developed countries markets.
Copenhagen Climate Change Negotiations
China has become one of the largest emitters of CO2, almost at the same scale as US. reduction should be based on consumption instead of production. They claimed that more than a third of China's carbon emissions are related to production activities for exports to developed countries. 
Anti Dumping
Antidumping provides an area where non-cooperation rather than cooperation is present. Both developed and developing countries use protectionist antidumping duties against China and Brazil is no exception, although their use against China does not equal that of India. Table 6 .1 shows that during 1995 to 2009, China was subject to 761 antidumping investigations. Brazil accounted for 5.4% of these investigations and ranks 6 th after India with 17.2% of investigations, United States (13%), European Union (12%), Argentina (10%) and Turkey (7.4%).
One reason for the high number in anti-dumping investigations is that China has experienced a 9 fold increase in the trade with the world since 1995 and in 2009 it became the second largest trade country after United States. In addition, India, US and European Union do not recognize China as a market economy. 
Forward Projections of Brazil China Merchandise Bilateral Trade
Concluding Remarks
Brazil is an important and growing trading partner for China because it is rich in natural resources and China needs these resources. If China continues to grow at current rates and with it more urbanization occurs, China will continue to increase its use of natural resources. Brazil also has great potential in providing agricultural products to China. China is also an opportunity for Brazil because it is a large and rapidly growing market. Bilateral foreign direct investments between China and Brazil are also increasing at a fast pace. While before 1997, FDI were almost inexistent, now bilateral investments are occurring and growing quickly. In the political arena, increased cohesion between China and Brazil is evident in their increased bilateral cooperation agreements and their joint positions in international negotiation fora.
China and Brazil, along with India, are two key pillars of the larger South. These are the large population, rapidly growing, low wage economies to which world production of manufactures is gravitating. Brazil and China are not only key pillars of this structure; Brazil is now also a key resource provider to China within the larger South.
China is already the most important trading partner for Brazil, and simple forward projections of future trade flows at current growth rates for China and Brazil show that by 2020, China's share in Brazil's total exports will reach around a third. China and Brazil will thus likely become increasingly ever more important trading and political partners in the years ahead.
